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i— j -- - —ove« -«»U8 Ambassador 

^SSVSP"! 8 mat tte Italian Ambassadorihere te now 

more optimistic °1 some Improvement ln ltalo-Yugoslav re- - 
lations than at any time during the past two yeairs. The Italian 

told Allen that the first favorable development 
occurred about two months ago when the Yugoslavs relaxed -< 1 

re^nnl^ onerous restrictions In Zone B of Trieste; more 
recently, fliey showed a readiness to resume talks regarding 

,! !^H“ atlon of some Italian property claims as well as Other 

outstanding economic questions. w 

that US Ambassador Dunn In Rome has learned 

with Thi r?a P » »« y . T ade a s P ecla l trip to Zagreb to discuss 

0t For eign Trade Yugoslavia’s economic 
needs and to raise the question of Italian help in meeting Yugo¬ 
slavia s food and feed problems. B 
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2. FRANCE ^Posi tion of Pleven Government —TIS Embassy Paris 

Jh 0 aPP ^ Slai f the p ° sl ‘} on of the Pleven Government astt S 

alttiou^h l tlfori an eIectl °o- mlnd ed Parliament, estimates that 
alttough there are enough major problems to cause the fall 

_of two or three governments' in normal times, the Pleven 
sjwa* Wl « U probabl y he ab le to survive the Initial parliamentary 

delates. As examples of the difficulties confronting Pleven the 
Embassy points out that the Cabinet Is not workings a team 
on some important issues and the government’s prestige has 

ElXr**!' 4116 humlllatln g disaster” In Indochina. In 

these circumstances, the Embassy observes, the Cabinet must 
ask at once for legislative approval of an extension of military 
service and of a costly rearmament program. Another complex 

government Is the need to define the French 
position in regard to German rearmament. 
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... £9 IA Comment: CIA believes the position of the 

eiitmat»= 0Ve Tf 18 m0re precarious than the Embassy 

J* 1116 government falls in the near future, another 
middle-of-the-road coalition will probably be formed which 

de^rp^liTes 31 ) 0 " 6 ^ general lln6S ° f Pre8ent fote * R and 


FAR EAST 

3 ‘ H S YOlce suggestgd—US Minister Heath 

® Jf ln discussing the complex situation in Indochina, ex¬ 
presses the view that US Legation and MAAG Saigon should 

nni£/l=T r 0 ] 06 !. 1 , 1 * Fre " ch mllitar y> Political, and financial 
policies in Indochina and be able to exert an “advisory in- 

nf vtaf 0Ve T r the Sa ? e pollcles of the three Associated States 

and Camb °dia. Heath feels the French 
would object to any Increase in US influence in Indochinese 

affairs, noting that French Commander-in-Chief Carpentier has 

, ,f ?' i \, VOry Sens i ti u e . t ? any sllght Wnt o£ American intervention 
his command, but he believes that the rude shock to French 

complacency resulting from the recent military reverses and 

vn£f FrenCh req “ este for £ur ther aid in Indochina may pro¬ 
vide the necessary leverage to increase US Influence. 

Rumors of Hanot AyarnaHnn—rrp Consulate Hanoi 
reports that some dependents of French military personnel 
have received orders to evacuate the city and that “informed 
French, whose attitude is described as “cheerfully defeatist 

n«viff r ^* at Han01 ! days are numbe red. High Vietnamese ’ 
officials there have discounted the possibility of an Internal 

\ n /r d t0l V^ e c u onsulate that they intend to remain in 
ff ujty- Meanwhile, the Governor of North Vietnam has re¬ 
iterated the need for arms for his local militia, in order to 
release regular troops for the front, where they belong ” 
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4. KOREA: Rhee's atti tude toward North Korea ^US Kmhasav 
Counsellor urumrlght in Seoul reports that, during a recent 
discussion of the use of ROK police in North Korea, President 
Rhee indicated an attitude of defiance of the UN and a deter- 
mination to incorporate North Korea into the ROK as speedily 
as PMwilMe/ Drumright urged Rhee to avoid affronting the 
a . a * th® ®nd of the conversation, Rhee promised to avoid 
° Ve J 01 North Korea until discussions can 

«? n wl ? Ambassad or Muccio who is returning from 
MacA* conference between President Truman and General 
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